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FEDERAL HOUSING AND REAL ESTATE 


T is a difficult matter to spend four billion dollars rapidly enough to 
| proite the stimulant for business which the Administration thinks is 

necessary. This is going to become more apparent as the year goes into 
the fourth quarter. Many of the projects which have been planned will be 
moving quite slowly, and it will be apparent that enough work cannot be 
made in many of these lines to absorb a sufficient percentage of the un- 
employed this winter. 


We are confident that the Administration will turn more and more 
to the housing field as time goes on. The fact that no other field con- 
tains as much obsolete equipment as is represented in the almost economi- 
cally worthless buildings in the slums together with the fact that a great 
percentage of the unemployed were formerly employed in the building indus- 
try sugsests almost automatically to the Administration that in rebuilding 
some of these slum areas lies’ the solution to the unemployment problem, 
with the incidental result of raising the housing standards of the poor. 


We are informed that Secretary Ickes announced on July 8 that 
the PWA would make outright grants of forty-five per cent of the total 
cost for Federal slum clearance and low-rent housing projects. The inter- 
est to be charged on the remaining fifty-five per cent loan will be 3%, and 
amortization will take place over a period not to exceed sixty years. Land 
costs will not be amortized, but each project will carry a 3% land rent. 


In an article on Federal Housing in the November, 1954 Real Es- 
tate Analyst we forecast that the government would be forced to this type 
of subsidized housing (pages 329-335). 


If this plan is followed to any great extent, it will retard 
materially the resumption of private building. The reason new building has 
been almost non-existent during the past four or five years is that dis- 
tress rentals and prices on real estate were so low that new buildings 
could not be built in competition with those already on the market. Clear- 
ly, if the government is going to undertake the job of supplying housing 
accommodations at a rental sufficient to pay a return on only a portion of 
the real cost of the improvements and operating expenses, private builders 
cannot be expected to enter the field in competition. 


The standard reply is that the government is building only for 
those who cannot afford decent housing, and that this building is non- 
competitive. The Large Scale Operations Committee of the President's Hous- 
ing Conference in 1931 said that no desirable types of houses had been po- 
duced in recent years within the reach of fifty million people, or two- 
thirds of our urban population. Clearly, the field the government is enter- 
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OFFICE BUILDING VACANCY IN PRINCIPAL CITIES 


HE chart on the opposite page shows the results of all office building 
[eer made by the Association of Building Owners and Managers from 

1924 to June of this year. The figure in the upper right hand corner 
of each chart shows the percentage of vacancy in May, 1935. Surveys have 
not been made in a few cities during the last year, which accounts for the 
fact that the curves for all cities do not extend to the middle of 1935. 
The interesting thing to us is that in almost all cities office building 
vacancy has turned the corner and has started to drop. The absorption of 


vacant office space should continue at an accelerated rate during the next 
few years. 


FORECLOSURES IN THE UNITED STATES | 


HE chart below shows the composite figures for foreclosures in 961 ur- 
[= and rural communities in the United States. It must be realized 

that laws dealing with foreclosures vary widely in different states 
and that in some states moratorium provisions have delayed foreclosures. 
In those states where legal provisions have made foreclosure inexpensive 
and rapid, the percentage of drop in the foreclosure rate is far greater 
than that shown by the composite figures below, 


In Missouri, for instance, it is possible in almost all cases 
to get an irrevocable title through foreclosure at the end of twenty-one 
days at an expense on an average residence of less than one hundred dol- 
lars. Missouri has no moratorium provisions. As a result, such foreclo- 
sures as were more or less inevitable took place early, and foreclosures 
in Greater Saint Louis are now forty-three per cent below the peak. Wel 
expect foreclosures to drop rapidly during the next few years in practi-; 
cally all communities, in the United States. 
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NEW RESIDENTIAL BUILDING IN THE UNITED STATES 


HE nine small charts above show the monthly volume of residential 
building in the various regions of the United States for the first six 
months of 19355. In each case the volume of new building is expressed 
as the number of new family accommodations constructed for each ten thou- 
sand families. We have purposely avoided expressing these figures in dol- 
lars for two reasons: first, dollar values of new buildings as reported 
for permit purposes are rarely even approximately correct; second, changes 
in construction cost affect an index based on dollar cost, sometimes mak- 
ing it advance when the physical amount of building is declining and vice 
versa. 


The dotted line on each chart shows the average number of new 
family accommodations built each month in the entire United States. 


The spring peaks in the South Atlantic district are due to the 
building boom in Washington, D.C.,and to Federal housing plans in Atlanta. 


These charts are not corrected for seasonal fluctuation. 


The information and charts contained in this report are protect- 
ed by copyright and are restricted to the confidential use of 


subscribers only. The Real Estate Analyst is published monthly 
by Real Estate Analysts, Inc., Saint Louis, a statistical, survey 
and appraisal organization. Real Estate Analysts, Inc., is not 


engaged in financing, management or brokerage of real estate. 
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ap heng |NOv. DEC. | JAN.) FEB. | MAR. APR.|MAY |JUN. JUL. | AUC.) SEP. locr. NOV. |DEC.|JAN.|FEB. | MAR.| APR.|MAY | JUN.) JUL./ AUG |SEPT)/OCT. |NOV./DEC. 
1933 1934 1935 
Te residential vacancy Month Vacancy % Absorption 
in Saint Louis dropped November '352 28,207 12.8 
by five hundred units September '335 25,554 10.4 894 
from July 9 to August 7. Va- October 22,460 10.0 2,010 
cancy in single family dwell- November 20,450 9.1 -900 
ings again increased due to December 21,550 9.5 1,102 
the lack of absorption of January '354 20,248 9.1 1,598 
new residences completed February 18,650 8.5 1,100 
during the past few months. March 17,550 7.8 900 
April 16,650 7.4 1,950 
The decrease in apart- May 14,700 7.5 1,200 
ment vacancy was unexpected June 135,500 6.0 -500 
this month as the seasonal July 14,000 6.5 O 
movement generally starts August 14,000 6.5 400 
much later. September 15,600 6.1 1,100 
October 12,500 5.6 400 
Both two family and November 12,100 5.4 O 
three or more family non- December 12,100 5.4 -1800 
apartment units decreased January '55 13,900 6.2 0 
very slightly during the February 13,900 6.2 500 
month. March 13,600 6.1 5,670 
April 9,950 4.5 180 
An accelerated rate of May 9,'750 4.4 -950 
recovery this fall and win- June 10,700 4.8 O 
ter would rapidly absorb the July 10,700 4.8 500 
remaining habitable units of August 10,200 4.6 
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all types. 
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(continued from page 429) 
€ | 7 ing is capable of almost indefinite expansion if "adequate housing” is de- 


fined to include only the luxury product to which many of us have become 
accustomed. 


Whether the furnishing of housing accommodations for lower in- 
come groups at’ the tax payers' expense is a proper function of government 
| under our present capitalistic system is open to dispute. It seems to us 

that there is no more justification for lowering the housing cost of cer- 
tain urban groups at the expense of the tax payer than there is for rais- 
ing their food and clothing costs to help the farmer. The burden of the 
processing tax falls heaviest on the poor, as a far larger percentage of 
their income must be paid for food and clothing than is paid in wealthier: 
groups. We cannot understand the logic which increases their cost of liv- 
ing on the one hands; and then because their income is insufficient to meet 
this cost, subsidizes their housing cost with a government grant. 


To 


We doubt very seriously whether the government will build any 
tremendous volume of housing units under this plan in the relatively near 
future. Among other difficulties is the problem of assembling sites quick- 
ly at a reasonable price. We are very much afraid, however, of the prece- 
dent set. If such housing units as are built are well designed and built, 
with out-right, forty-five per cent grants of tax money on which no inter- 
est will be paid, and with the remaining fifty-five per cent at ridiculous- 
ly low interest rates and long amortization periods; rents will clearly be 
much below commercial levels. Those not fortunate enough to secure accom- 

modations in these government buildings with subsidized rents, not being 
€ al direct tax payers themselves, will clamor for an expansion of the plan to 
enable them to "get their share". It seems to us that over a long period 
of years subsidized housing may expand materially. 


REAL ESTATE ACTIVITY 


HE chart on the back page of this issue is based on figures received 
| regularly by air mail from twenty-six metropolitan areas comprising 
in all, one hundred eighty-five cities of from five thousand to more 
than three million population. The black areas indicate booms and depres- 
sions as measured by brokerage activity. The dotted line shows the fluc- 
tuations in the number of new mortgages recorded; and the black line, the 
fluctuations in the number of new family accommodations provided by all 
new building. All data on the chart are shown as percentages above or - 
below normal. 


It should be kept in mind that the cycles shown on this chart 
have been continuing in fairly regular sequence for at least a hundred 
years. 


The charts on the opposite page, with the exception of the one 
on building material prices, show the various factors we are studying in 
¢ me Greater Saint Louis. A precise study which is constantly made of all fac- 

d tors affecting real estate in a single representative community is often j 
of greater value in determining the sequence of events in collapse and re- 
covery than a general study of the entire country. 
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